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& Octobar 1959

MEMORANDUM FOR: Deputy Assistant Director for Research and Reports

PROM; Chief, Beoacmic Besesrch Arves

SUBJECT: ERA Contribution to "Semfarmual Report to the
President's Board of Consultants”

REFERERCE : Your Memorandum of 1 October 1959 on the seme subject

1.

Feonomic intelligence production on the Sino=foviet Bloc during
the reportiog period coumtinmued to be focused on evaluabion of Soviet
econadc progress under the Sevan Yesar Plan, the ecomcmic sspects of
Soviet militery plans and progréms, the Chinese Commnist claimg of
spactacular economic geins during 1950 and 1959 under the "lesp forward"
program, and Bloc economic activities in wderdeveloped areas of the
Free World.

ORR's resesrch and analysis has led to the conclusion that Soviet
prospects for contimed economia growth during the Seven Year Flan period
(1959-1965) mre good. The plensed massive investment progrem is expected
to result in aversge growth rates for the Soviet economy of the following
order: gross national product, about O percent annually; industry, 810
percent anmslly; sgriculture;, 23 percent armmually. Although such

caey
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unfavoreble factors as & declining rate of growth in the lebor Torce
snd conblmiing problems in egriculiture will provide scme check on Soviet
ecommic progress, these impressive growvih retes should be attaloable
varring uonforeseen circunmstances. Soviet consumer goods production
plans, although providing for somevhat slover growth rates than in the
recent past, will provide gppreciable -- and spprecisted -- gains to
the consuer, ss will the states and private housing constxuction programs.
The private housing program, & unique Ehrushchevian inpovetlon, serves
the dual purpose of promising slleviation of a msjor consumer grievance
avd of providing s device for the absorpiion of private savings and for
utilization of vew leisure time resulting from the promieed dimimution
of the work week. Assuming the contimaation of present US econcmic
growth mtes, the estimated Soviel rates will permit the echievement of
Soviet ONP and industrial production over helf that of the US by 1965,
thus moving the Soviet regime closer to its objective o catehing wp
wvith the US.

ORR's research on the economic aspects of Soviet military plaus
and programs and supporting sclentific activities led to significant
contributions during the review period to national intelligence estimates
concerned with Soviet science and technology, capabllities in gulled
missiles ani space vehicles, and capabllities for strategic attack. The
latter contribution concluded that a Soviat policy of dslibermate surprise

Approved For Release 2005/03/15 : CIA-RDP62S00545A000100040138-0



Approved For Release ZOOSIOWS%AOOOTOOMM38-0

attack sghinst Western retaliatory forces with ICBM's at sny time
through mié=196h would mequire so large & militery and industrial
effort that Soviet pleaners would be required to fovege many importsnt
sconcmlc prograns currently under development and to reorgenize e

major portion of the Soviet econcmy. Decsuse of CORR's primery
responsibility for intelligence on the production, deployment, oconstruce
tion and transporiation sspects of Soviet guided miasile metivity, the

orfice is conbiming to apply an inersssing proportion of its marpower
to research in this Iield.

Among the more {mportant intelligence developuents during the
pericd was the Chivese Communist "verification” of a mmber of output
claims for 1958 and plans for 1999, in the procesa of which they found
thess olaims to be "a bit high". This greceful recantation ls evidence
that the Chiness are now sble to emiiste the British in the field of

PEVISIOAS

atatement - 1f in no other. In faet the revised olalins are quite

dragtic, and ORR's sarly skepiiclem of the original clalms -- s expressed
in its contributions to natiopal intelligence esptimates on Commmnist
China ~= is accordingly comfirmed. In spite of the dowmunrd sdjustment
and our continsed susplcion of the new olatms, ORR estimates that 1950
was 2 reserkedly good year for the Chinsse economy and that prospects

for contimwd repid growth sre high under a progvam of regimentation
vhich pays suell ragard to the humsn and social ocoets lovalved. ORR

hes closely followed the "commnge” progrem and asseased i%s Jong run
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economic significevce for the repid industrislisation of Compmunist

Chima. Although the regime sppears so fax to be succeeding in 1ts efforts

to drive the Chinese pecple at s frenstic yei incressingly dlsciplined
fiveted pace, the task of estlmating the effects on the future

growth of the Chinese Commnist economy 12 subject to maxy uwncertainties
and will require s contimml exaniration and analysis of developments
which are, in msny respecte, umprecedected even in the Communiet world.

ORE sontinues to give msjor sttention to Bloe economlc activitles
in undsrdeveloped countries through its contributions to nstiomal intele
iigence estimates on these countries apd its participetlon in the
preparstion of the BIC biveekly and semisnmwl reports on this subject.
ORE also ssinteined 1ts support to the economic defense community,
producing intelligence for the US unilateral and COCOM maltilatersl
econonie dsfense programa. OFR's forecasts that the removal of copper
from the COCGM list would result in & substantial inerease in Bloc
imports from the Free World were borne oub by the latest timde data,
showing & doubling of such imports.

Other significant subjects which were given major attention in
CHR's ecunooic intelligence production progrem during the period ineluded:
Soviet militery construction activities, missile deployment including
mobile reil missile lsunching systems, Soviet sircraft production, the
elsetronics industries of East Germany and Communist Chinm, the Soviet
electron tube and semi-conductor industries, BEloc develogmants end
capablilities in the fields of transportation, telscommmunications end

b
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conatruction, spd the dependence of the Bloc on Fres Wordd shipping.
Intelligence support to highelevel policyemthers in conpsction with
agpects of the Berlin orisis was sgplied.

OR®'s ressarch almed at providing compexisons of the US and UBSR
econcmies == which are becoming incressingly frequent subjects of support
requests -~ is hampered to a dagree Ly the lack of Soviet dute snd the
lack of clear definitional stendsrds for svallable data. These lacks,
combined with the besic conceptual difficulties in making suwch coeparisons,
make our present efforts in this field temious ot test. Iesearch on the
proviem is procesding on several fronts, however, iu & councerted effoxt
ove capabilities in this priority ares. Efforte to evaluate

Commmist China’s sconomic sitvation axd prospects sre similerly hendi-

capped; the recent statistical extrsvegences in that country heve, in

ORR's opinion, ocaused considereble confusion among the regime's own plamners.
nortic intelligence production of ORR contimaes to be hampered

by geps in inforestion on the somposition of the amnounced Soviel defense

budget, and on the metunl size, composition and cost of the loviet
nilitary effort, paxrticuiexrly the economic impact and magnitude of the
Soviet mdesile program. lack of informetion on guided umissile production
facilities, deploymeni sctivities, snd Zoviet requirements for electronics
and other sirategic equipment is & psrticularly serious problem. The

L]
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ORR continued during the reporting period to be the major producer
within the intalligence commmity of intelligence on the profuction,
deployment; consiruction end tramsportation aspects of Soviet guided
missile activity. ORR's research in these fields is in suyport of the
Cuided Missile snd Agtromsutics Intelligence Comuities and the Office
of Retional Estimates. ONE is also the msjor consumey of ORR's research
production in the sggregative economics of the UBSR, Chins and other
Eloc Countries.

CER continued its support to the Alr Force Target Data Inventory
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Progres by providing 1958 production estimates for sslected industries
in the SivoeSoviet Bloc.

The biweckly snd semiannual reports on Koo sctivities in the under-
developed countries of the Free World sre disseminated locally %o the
intellipenpe coemmnity and other interested sgencies and ave forwverded
to Agency components and US diplomstic missions abroed. CER's efforts
Committee on Export Pollicy In conmeciion with requests for llcenses to

sxport industrial plants snd technclogy to the Soviet Hioe; the Office
algo Purnishes intelligence for technical tesk groups on the supply
sitaetion for various itenms of machinery and equipment in Eloc countries.

An slphabetical index of COCCH Liste was 3

for dlstributlion to all Foreign Sexvice postis.

ORR's reporting of current economic intelligence on countries of
the 9ino-Soviet Bloc receives vide dipsenmination through the Office of
Carrsut Intelligence’s reguler publicstions. Io sddition, ORR is
ineremsingly celled wpon to provide background and current informetion
for triefings to the groving mumer of high US officinls plaming visits
o Bloo countyriesi fox speeches and briefings by seniox Agency Officiels;
and for Congressiomal Commdttee use.

ORR's progran of scheduied stabtements on priority iofoarmetion geps
on eritical evonomic subjects ls contiming and is providing guidencs
ot only forr clandestine collection but also for the colliection activities

7
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of the (Pfice of Oparations and other agensies within the inteliigence
comamanity.
The US-USSR exchenge progrum has continued to provide unigque intel.
ligence in several arees of ORR's reapousibility. Support hes been given
to the USIB Committee on Exchanges by the prepasraticn of requirements, 25X1

briefings and dsbriefings 25X1

| | e 0ffice hus prepared

a mmber of potentially valusble exchangs propossls Tor considerstion
in forthecming oegotiations with the Soviets ou the 1960-1961 exchenge

sgreanent 25X1

Support o the collection of gulded missile intelligence has been 25X 1
intensified during the pericd. Collection guides on various aspscts of
Soviet missile setivity bave been propared and dissimin
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Effective coordinktion betwesn URR aocuponents

militery production and thelr service counterperts contimued throughe
out the paricd. The EIC subcommities structure contimied sctively;
econcinie research in the fields of forveign trade, communications,
transporsation; sod ship construction wie coordinated through this

25X1
mechant sn.

Interagency meetings of the EDAC.ACEP cammunity were hald for

the purpose of presenting coordinated intalligence in sgport of the
economic defense yrogren. Coordinated intelligence was alsc presented
at meetings of the Fort Security Committes.

25X1
During the period undar review CRR asslgred a group of senior

roelysts to gtuldy the ueefulness of ELINT
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MHMatribution:

Orig. apd 1 - Addressee
2 - OCh/E
2 - 8t/FR

St/PR/RR1] (6 Oct 59)
25X1
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CRITERIA FOR THE UNCLASSIFIED RELEASE
OF ERA/CRR REPCRTS

Heporte Will
a, Be of such a nature that the deletion of clessified source

material will not destroy the validity of the findings or sericusly
dilute their significance.

b Embody sufficiently high standards of research as to re-
flect oredit on the Agency.

¢, Be of such importance as to warrant broad distribution to
the acedemic community and to other Bloc specialists, 1In the
usual instance, this means that the report will reflect the unique
contribution that ORR is meking to research on the Sino-3oviet Bloe

scononies.,

Reports will be edited to insure:

a. The deletion of all classified scurces, indlcsbions of ruéed
sources, evaluations of source references and the accompanying
explenation of the evaluation system.

b. Deletion of statements of Gaps in Intelligence.

¢. Deletion of analyst names where they may have sppeared on
g report vhich wes origlnally classified.

d. Deletion of all statements, the cpenimg release of which
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